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THE  SHIPPING  SITUATION  OF  THE  WORLD. 

by  JAMES  A.  FARRELL, 

Chairman,  National  Foreign  Trade  Council. 

During  the  year  1922,  the  total  tonnage  of  merchant 
vessels  launched  in  all  countries  amounted  to  2,467,000  tons, 
of  which  1,236,000  tons  were  launched  in  Great  Britain, 
575,000  tons  in  Germany,  120,000  tons  in  the  United  States, 
and  the  balance  in  other  countries.  The  launchings  in  the 
United  States  were  the  lowest  since  1897,  and  only  repre¬ 
sent  8.3%  of  the  total  output  abroad  for  1922.  Efforts  were 
made,  after  the  signing  of  the  Armistice,  November  11th, 
1918,  to  sell  a  part  of  our  war-built  tonnage  to  foreigners. 
For  a  period  extending  into  the  year  1920  (with  world 
launchings  amounting  to  7,144,549  tons  in  1919,  and  an 
active  market  abroad  for  tonnage),  an  opportunity  existed 
to  dispose  of  a  considerable  portion  of  the  fleet  at  prices 
bearing  a  fair  relation  to  a  moderately  depreciated  cost. 
At  that  time,  our  competitors  were  placing  contracts  at 
$125  to  $150  per  D.  W.  ton  in  Europe  with  no  material 
advantage  in  the  cost  of  building.  But  Congress  had 
enacted  a  law  forbidding  the  alienation  of  American  vessels 
without  the  consent  of  the  Shipping  Board,  and  the  Board 
decided  that  American  ships  should  not  be  sold  to  foreign¬ 
ers.  So  our  $3,000,000,000  fleet  was  retained,  and  the 
opportunity  lost  to  realize  an  amount  estimated  to  represent 
the  difference  between  the  market  value  of  the  tonnage 
which  could  have  been  sold  during  that  period,  and  the 
market  value  today.  It  is  still  unlawful  to  sell,  transfer, 
or  charter,  except  under  the  regulations  of  the  Shipping 
Board,  an  American  vessel  to  any  person  not  a  citizen  of 
the  United  States,  or  to  put  same  under  a  foreign  registry, 
without  first  obtaining  the  Board’s  approval.  In  a  few 
cases  permission  has  been  granted  (among  which  were  two 
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foreign  built  passenger  ships,  which  were  admitted  to 
American  registry,  and  which  have  since  been  excused  and 
placed  under  the  Panaman  flag). 

The  restriction  as  to  sales  of  ships  to  foreigners  still 
obtains.  So,  while  we  can  sell  shipbuilding  material  and  all 
other  products  of  the  soil,  mills,  and  mines,  to  the  nations 
of  the  world,  the  Board  seems  unwilling  to  dispose  of 
tonnage  to  foreigners,  except  conditionally,  resulting  in  an 
intolerable  burden  upon  the  taxpayer  in  maintaining  upkeep 
with  three-fourths  of  the  ships  idle,  coupled  with  losses 
under  the  so-called  M.  0.  4  operating  agreement  on  the 
balance. 

About  1,000,000  tons  of  the  original  fleet  have  been 
bought  by  private  shipowners,  who  are  still  operating, 
mainly  in  the  intercoastal  trade.  Of  the  total  tonnage 
owned  by  private  owners,  about  90%  is  in  operation  in 
various  trades  without  material  competition  coastwise,  but 
in  direct  competition  with  foreign  as  well  as  with  Shipping 
Board  vessels  in  overseas  trades,  in  which  business  operat¬ 
ors  of  Government  tonnage  are  guaranteed  against  losses. 

The  British  view  of  our  shipping  is  generally  expressed 
by  Mr.  J.  C.  Gould,  M.  P.,  shipowner  and  shipbuilder,  in 
his  remarks  at  a  recent  meeting  of  the  Society  of  Consulting 
Marine  Engineers  in  London:  ‘ 1 That  half  of  our  ships  can 
never  be  operated,  while  the  balance  can  never  be  run  at 
a  profit.”  If  such  were  really  the  case,  the  United  States, 
the  greatest  cargo  producing  country  in  the  world,  would 
abandon  all  efforts  to  maintain  its  Merchant  Marine,  and 
eliminate  from  the  minds  of  its  people  the  belief  that  the 
upbuilding  of  its  Merchant  Marine  is  an  element  in  its 
prosperity. 

The  facts  are,  that  while  one-third  of  the  Government- 
owned  fleet  would  not  justify  the  cost  of  reconditioning, 
there  are  at  least  two-thirds  which  can  be  put  in  commission 
at  a  cost  not  exceeding  $5.00  per  ton,  d.  w.,  this  estimate 
being  the  average  cost  recently  of  reconditioning  twelve 
idle  ships,  aggregating  100,000  tons,  d.  w.  Therefore,  it 
would  seem  that  the  bulk  of  the  Government  fleet  could  be 
reconditioned  and  put  on  the  market  at  $35.00  per  ton,  d.  w., 
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and  at  least  half  of  it  ultimately  sold  to  foreign  buyers  at 
$10.00  to  $15.00  per  ton  less  than  foreigners  can  now  build 
similar  vessels. 

Out  American  Merchant  Marine  has  been  brought  into 
prominence  because  our  shipping  is  considered  by  many  as 
an  uneconomic  venture,  doomed  to  inevitable  failure  because 
of  the  lack  of  a  subsidy  and  the  cost  of  operation.  The 
impoverishment  of  shipping  is  not  confined  to  the  United 
States.  The  shipping  trade  of  the  world  is  suffering  from 
the  aftermath  of  the  War,  and  the  depression  in  this  indus¬ 
try  is  not  confined  to  the  American  flag.  All  maritime 
nations  are  confronted  with  problems  similar  to  ours,  as  a 
result  of  the  overbuilding  after  the  Armistice,  and  the  high 
prices  paid  for  tonnage  during  the  boom  in  freights,  which 
deluded  all  nationals  who  failed  to  study  the  possibilities  of 
a  business  overdeveloped,  with  restricted  trading  opportun¬ 
ities  as  a  consequence  of  the  World  War.  Conditions  similar 
to  those  obtaining  with  American  ships  exist  in  all  quarters 
of  the  globe. 

A  survey  of  international  shipping,  with  the  possible 
exception  of  the  present  German  mercantile  fleet,  to  which 
I  will  refer  later,  will  show  that  the  average  tonnage  costs 
of  privately  owned  fleets  in  foreign  countries  are  compar¬ 
able  with  privately  owned  fleets  in  the  United  States,  and 
that  the  costs  of  operation  of  modern  ships — with  the 
.exception  of  wages — is  much  the  same.  The  item  of  wages 
amounts  to  2  per  cent,  on  the  average  investment,  or  9  cents 
per  ton,  d.  w.,  per  month  more  on  American  ships  than  on 
those  of  our  principal  competitor.  A  handicap  of  2  to  3 
per  cent  is  important  hut  not  necessarily  sufficient  to  cause 
us  to  retire  from  the  ocean-carrying  trade. 

The  amount  of  world  tonnage  today  exceeds  that  of  10 
years  ago  by  about  16,500,000  tons,  but  the  effective  tonnage 
is  estimated  to  he  not  more  than  9,000,000  tons  in  excess  of 
what  it  was  then.  All  countries  have  their  quota  of  obsolete 
ships  laid  up,  as  well  as  operating  uneconomically.  The 
fleets  of  other  maritime  nations  are  by  no  means  modern. 
It  is  estimated  that  at  least  50  per  cent  of  foreign  cargo 
ships  are  due  for  what  is  known  as  No.  3  survey,  an  indica¬ 
tion  that  they  are  15  or  more  years  old  and  require  extensive 
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reconditioning  to  enable  them  to  retain  classification  for 
insurance  purposes. 

Because  of  this  uneconomic  value  of  ships  of  a  vintage 
of  20  to  25  years  of  age,  they  are  being  sold  to  ship  breakers 
at  $6.00  to  $10.00  per  ton. 

“Fairplay”  of  March  22,  1923  contains  the  following 
item : 

“From  inquiries  made  it  would  seem  that,  although 
we  have  under  the  British  flag  a  large  amount  of  ton¬ 
nage  which,  by  reason  of  age,  must  be  considered  as 
about  fit  for  the  scrap  heap,  there  is  very  little  offering 
for  sale  to  ship  breakers.  It  may  be,  as  was  stated  in 
these  columns  last  week,  that  the  price  at  which  some 
obsolete  boats  stand  in  the  books  of  the  Companies  is,  in 
many  cases,  so  high  that  it  will  almost  be  tantamount  to 
a  major  surgical  operation  to  cut  the  loss  on  them, 
though,  even  if  this  were  so,  it  would  certainly  seem  at 
the  moment  that  it  would  be  better  to  run  the  risk  and 
get  rid  of  the  boats  right  away  and  thus  save  the  heavy 
expenses  of  laying  up.  And  the  position  is  complicated 
by  the  fact  that  British  prices  do  not  compare  favorably 
with  foreign.  For  example,  a  large  passenger  steamer, 
with  the  passenger  equipment  removed,  was  recently 
sold  to  Italian  ship  breakers  at  about  35s  per  ton,  while 
another  realized  £2  a  ton;  and  I  am  told  that  ordinarv 
steel  cargo  boats  fetch  from  25s  to  30s  per  ton  gross  if 
sold  to  foreign  ship  breakers,  the  British  firms  only 
offering  20s.  The  British  ship  owner’s  patriotism  may 
be  more  automatic  than  otherwise,  but  whatever  variety 
it  represents  it  would  be  asking  far  too  much  of  him  to 
forfeit  25  per  cent  to  50  per  cent  of  the  realizable  value 
of  his  boats,  merely  for  the  sake  of  benefiting  home 
industry  and  providing  breaking-up  work  for  the  unem¬ 
ployed.  9  9 

Many  British  shipowners  are  replacing  such  tonnage  by 
new  construction. 

Including  replacements  and  additions,  there  were  about 
1,492,000  tons  under  construction  on  March  31st,  this  year 
in  Great  Britain  at  an  average  of  $50.00  per  ton,  d.  w., 
including  extras  for  modern  appliances.  The  trade  of  the 
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world,  if  pre-war  normal,  would  absorb  a  large  part  of  the 
available  seaworthy  tonnage  existing  today,  since,  though 
practically  9,000,000  tons  of  such  carrying  capacity  is  in 
excess  of  the  tonnage  required  in  1913,  the  requirements  of 
the  world’s  markets  accumulated  during  the  war  would 
absorb  it  under  peace  conditions. 

The  outstanding  fact  in  the  Shipping  situation  of  the 
world  is  the  rapid  recovery  of  the  German  merchant 
fleet.  For  the  moment  the  public’s  mind  is  on  the  perplexing 
problem  of  rehabilitating  Europe  and  restoring  her  econ¬ 
omic  position.  But  when  we  do  have  time  to  turn  from 
consideration  of  this  engaging  question  to  observation  of 
shipping  conditions  elsewhere,  we  are  necessarily  attracted 
at  once  to  the  steps  Germany  has  been  taking,  and  the 
astounding  progress  she  has  made  in  her  efforts  to  regain 
the  position  as  a  maritime  nation  that  she  held  before 
embarking  on  her  great  adventure  of  1914. 

When  the  war  opened,  Germany  held  second  rank  in  the 
shipping  world,  yielding  precedence  only  to  Great  Britain. 
When  the  war  ended,  Germany  had  practically  disappeared 
from  the  list  of  ocean  traders.  Her  fleet  was  reduced  to 
about  400,000  tons,  largely  composed  of  vessels  that  repre¬ 
sented  a  minimum  of  worth  in  the  deep  sea  commerce.  The 
merchant  fleets  of  even  Denmark,  Greece,  Belgium  and 
Spain  exceeded  that  of  Germany,  and  besides  these  there 
were  nine  or  ten  of  the  larger  trading  nations  whose  flags 
covered  tonnage  all  the  way  from  three  to  forty  times  in 
amount  that  under  the  German  flag. 

But  Germany  has  been  climbing  steadily  back  up  the 
list,  until  today  she  is  probably  in  fifth  place,  practically 
assured  that  continuation  of  her  present  course  will  bring 
her  into  third  rank  within  a  comparatively  short  time. 

At  the  beginning  of  the  war  the  British  Empire  headed 
the  list  of  maritime  nations,  with  tonnage  aggregating 
20,524,000.  Then  came  Germany,  with  5,135,000  and  the 
United  States  with  2,070,000.  Norway,  France,  Japan, 
Holland,  Italy,  Austria,  Sweden,  Spain,  Bussia,  Greece, 
Denmark,  and  Belgium  followed  in  that  order,  with  fleets 
ranging  from  1,957,000  tons  down  to  341,000.  The  figures 
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are  from  Lloyd’s  Register,  and  include  vessels  of  100  gross 
tons  and  over. 

Within  two  years  after  the  war,  Germany  had  increased 
the  400,000  tons  left  her  by  the  Treaty  of  Versailles  to  more 
than  700,000  tons,  a  gain  of  75  per  cent,  and  had  her  pro¬ 
gram  of  maritime  recovery  well  under  way.  She  was  then 
eleventh,  instead  of  fifteenth,  in  the  list.  The  British 
Empire,  as  always  for  many  years,  was  at  the  head,  with 
over  21,900,000  tons,  having  replaced  all  her  huge  war 
losses  and  increased  her  fleet  by  a  million  and  a  half  tons. 
The  United  States  had  made  the  most  spectacular  increase 
from  2,070,000  tons  to  14,771,000;  France,  Japan,  and  Italy 
had  nearly  doubled  their  fleets  and  Norway,  Holland,  and 
Spain  had  made  substantial  increases. 

That  was  the  situation  in  1921,  two  years  after  the  sign¬ 
ing  of  the  Armistice,  when  the  war  building  programs  of 
all  the  nations  opposed  to  Germany  had  been  practically 
completed.  At  that  time,  the  business  depression  which 
began  in  1920  and  affected  all  the  world  was  about  at  its 
worst,  and  the  shipping  of  all  nations  was  feeling  severely 
the  contraction  of  traffic.  Freights  were  falling  and  tonnage 
was  being  laid  up  everywhere. 

But  Germany  was  not  affected  in  her  merchant  marine 
by  this  depression  as  other  nations  were.  If  anything,  it 
facilitated  her  in  getting  on  with  her  program,  especially 
when  coupled  with  the  rapid  and  extreme  inflation  of  her 
currency.  One  prompt  effect  of  the  depression  was  a  sub¬ 
stantial  fall  in  tonnage  values.  Germany  received  credit  at 
the  prices  of  1919  for  the  vessels  she  turned  over  to  other 
countries  after  the  war.  Some  of  these,  including  several 
of  large  -tonnage  and  comparatively  recent  construction, 
she  was  able  to  buy  back  at  much  lower  prices,  and  some 
of  the  older  ones  for  a  comparatively  small  sum.  Thus  the 
original  owning  companies  had  their  old  vessels,  and  a  good 
profit  besides,  with  which  to  start  new  construction. 

The  inflation  of  the  mark  was  a  further  potent  help  to 
the  recovery  of  the  German  fleet.  The  mark  having  a  con¬ 
siderably  larger  purchasing  power  in  Germany  than  it  had 
outside,  labor  costs  were  lower  than  in  the  yards  of  other 
nations,  and  building  material  of  German  production  was 
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cheaper.  Some  things,  of  course,  which  had  to  be  obtained 
from  abroad,  were  more  expensive.  But  on  the  whole  there 
was  a  decided  advantage  for  German  shipbuilders  in  this 
situation. 

The  two  years  from  1921  to  1923  were  marked  by  the 
continuance  of  the  worldwide  business  depression  and  the 
increasing  inflation  of  the  German  mark.  More  and  more 
tonnage  was  laid  up  by  other  maritime  nations,  and  the  fall 
in  freight  rates  and  prices  continued.  The  German  Govern¬ 
ment,  ostensibly  in  recognition  of  the  increased  inflation, 
added  18,000,000,000  marks  to  the  11,000,000,000  which  it 
had  originally  paid  the  owners  of  the  ships  surrendered  to 
other  nations  under  the  Peace  Treaty.  More  ships  that  had 
been  high  on  the  list  of  the  German  fleet  came  back  by 
cheap  purchase  under  the  German  flag.  Meantime,  the 
German  shipyards  hummed  with  industry,  and  vessels 
ranging  from  10,000  to  35,000  tons  were  turned  out  to  help 
put  Germany  back  into  the  passenger  carrying  trade.  Since 
1918,  Germany  has  built  about  1,500,000  tons  of  new  ships. 
Her  percentage  of  world  construction  was  2.1  in  1919, 
double  that  the  next  year,  12.3  in  1921,  and  20.6  in  1922. 
She  had  second  place  as  a  shipbuilder  last  year,  only  Great 
Britain  leading.  German  tonnage  under  construction  on 
Januarv  1st  last  was  over  416,000  tons. 

While  Germany  has  thus  been  forging  ahead,  her  mari¬ 
time  competitors  have  been  slowing  up  and  some  of  them 
even  going  back.  Great  Britain  has  taken  advantage  of 
the  depression  to  reorganize  her  fleet.  Her  total  tonnage 
has  receded  to  19,088,000,  through  sale  of  old  and  less 
desirable  vessels  and  the  scrapping  of  obsolete  ships  that 
had  been  carried  on  the  registry,  under  the  war  emergency, 
as  long  as  they  were  capable  of  rendering  any  service. 
Lloyd’s  Register  gives  the  1923  gross  tonnage  of  the  Ameri¬ 
can  fleet  as  15,808,000,  counting  all  vessels  of  100  tons  and 
over.  But  this  figure  obviously  includes  a  number  of 
wooden  and  other  vessels  of  such  character  that  they  have 
no  proper  place  in  a  list  of  American  ships  effective  for 
trade  purposes.  Japan,  France,  Italy,  Holland  and  Norway, 
follow  as  in  the  order  named,  with  tonnages  ranging  from 
3,586,000  down  to  2,417,000 ;  Germany  was  eighth  in  the  list 
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at  the  beginning  of  this  year,  with  tonnage  of  1,785,000. 
These  are  the  official  figures.  According  to  the  report  of 
a  special  investigation  conducted  for  the  International 
Chamber  of  Commerce  by  Professor  Bremond  of  the  Uni¬ 
versity  of  Paris,  Germany’s  merchant  fleet  now  exceeds 
2,500,000  tons,  and  will  grow  another  half  million  tons 
during  the  remainder  of  this  year. 

This  is  a  remarkable  -situation.  While  the  Government 
of  the  United  States,  the  Shipping  Board,  Congress  and 
American  shipping  interests  generally  are  in  the  doldrums 
of  conflicting  plans,  suggestions  and  ideas  as  to  what  to  do 
with  the  American  fleet,  wondering  for  the  most  part, 
apparently,  how  to  get  rid  of  it,  and  e  ven  discussing  sinking 
or  scrapping  a  considerable  number  of  the  vessels  that  only 
a  short  time  ago  the  whole  allied  world  was  clamoring  for 
in  agonized  suspense,  Germany  marches  serenely  and 
rapidly  ahead  toward  complete  recovery  of  her  pre-war 
maritime  status. 

It  is  less  than  five  years  since  all  the  governments  and 
peoples  who  were  fighting  Germany  were  sending  their 
fervent  and  unceasing  appeal  to  this  country  to  build  ships. 
“ Ships,  more  ships,  and  then  more  ships”  was  the  constant 
demand  to  which  the  United  States  made  a  response  not 
exceeded  by  any  nation  at  any  stage  of  the  war. 

Then  came  the  Armistice,  and  in  the  twinkling  of  an  eye 
these  American  ships  that  had  been  hailed  as  the  salvation 
of  the  war-stricken  world,  were  become  a  menace  to  the 
shipping  and  trade  of  the  great  maritime  nations  whom 
they  had  been  helping  to  preserve. 

To  consider  the  future  of  our  merchant  marine  requires 
deliberation  of  the  largest  element  involved;  that  is,  the 
huge  fleet  of  Government-owned  ships  and  the  disposition 
or  use  to  be  made  of  them.  The  record  shows  that  on  the 
15th  of  March  last,  the  Shipping  Board  fleet  consisted  of 
1385  steel  steamers  of  9,274,931  tons,  deadweight.  There 
is  no  occasion  to  recite  in  detail  the  manner  in  which  this 
fleet  came  into  being,  the  cry  for  succor  has  become  a 
memory,  and  true  to  our  traditions  we  remain  a  peaceful 
nation.  The  treaty  for  limitation  of  naval  armament  is  an 
example  of  America’s  willingness  to  make  sacrifice  to  pro- 


10 


mote  a  better  feeling  in  the  world — to  make  the  greatest 
gesture  for  good  will  ever  made  by  a  nation.  We  have  ten 
modern  cruisers,  Great  Britain  sixty,  and  Japan  thirty, 
built  or  building.  A  recent  editorial  writer  stated :  ‘  ‘  The 
talk  of  transports  for  another  war  is  humbug,’ ’  yet  there 
is  such  a  thing  as  peace  strategy,  both  as  to  naval  ships  and 
merchant  ships,  and  our  country  should  never  be  without 
sufficient  of  both. 

When  the  construction  program  of  the  Shipping  Board 
was  nearing  completion,  the  Congress  foresaw  the  necessity 
of  providing  for  a  definite  policy  to  govern  the  handling  of 
its  maritime  fleet.  After  inquiry  and  research,  it  enacted 
the  Merchant  Marine  Act,  1920.  A  casual  perusal  of  this 
legislation  will  show  that  it  is  a  definite  policy  of  the  Con¬ 
gress.  It  requires  in  no  uncertain  terms  the  liquidation  of 
the  Shipping  Board  fleet  into  the  hands  of  private  owners. 
Its  preamble  consists  of  such  a  declaration  of  policy  and 
the  Act  itself  is  replete  with  reference  to  such  a  policy.  It 
contains  ample  authority  permitting  the  Shipping  Board  to 
adopt  the  broadest  course  necessary;  it  contains  many 
provisions  calculated  to  make  such  a  course  feasible  and 
easy  of  accomplishment ;  and  if  because  of  the  difficulty  of 
foreseeing  every  obstacle  it  fails  to  make  specific  provision 
for  every  such  obstacle,  it  contains  latitude  enough  to 
permit  the  Board  to  assume  a  rational  attitude  in  such 
cases.  Its  principal  limitation  rests  in  the  caution  that  the 
Board  in  the  process  of  liquidation,  do  nothing  which  a 
prudent  solvent  business  concern  would  not  do,  which  liqui¬ 
dates  a  commodity  carefully  rather  than  by  forced  sale. 
Certainly  this  is  a  notice  from  Congress  that  it  expects  the 
Board  to  act  as  a  prudent  solvent  business  man  in  the 
disposition  of  property.  Because  the  ship  subsidy  failed  to 
pass  Congress  is  no  reason  why  two-thirds  of  the  Shipping 
Board  fleet  should  be  dumped  on  the  market  and  practically 
given  away  at  scrap  prices  when  a  market  can  be  found 
over  the  next  few  years  in  this  Country  and  abroad. 

The  Marine  Act  became  a  law  in  June,  1920 ;  only  two 
members  of  the  Board  of  seven  then  held  office.  When  the 
full  Board  was  appointed  five  months  later,  it  failed  of 
Senatorial  confirmation  and  left  office  in  March  1921  with- 
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out  having  been  able  to  act  definitely  on  the  provisions  of 
the  Merchant  Marine  Act  or  to  formulate  a  course  of  action. 
During  this  time,  a  major  portion  of  the  then  existent  fleet 
of  more  than  fifteen  hundred  ships  was  operated  through 
managing  contracts  with  private  operators.  These  contracts 
were  of  such  a  nature  as  to  discourage  the  purchase  of 
ships  by  private  capital  in  competition  with  the  Board  in 
the  main  trades,  as  under  the  operating  contracts  the  Board 
paid  the  losses,  the  operator  made  no  investment  and 
received  his  commissions  regardless  of  the  financial  showing 
of  operations.  Aside  from  this,  no  price  for  the  vessels,  or 
sales  policy,  was  decided  upon. 

So  the  Merchant  Marine  Act,  1920,  continued  to  lie 
dormant.  Meantime,  operating  losses  were  met  by  Congress 
with  appropriations  as  required.  The  Board  duly  installed 
its  business  organization,  consisting  of  a  revival  of  the 
Emergency  Fleet  Corporation,  which  would  thenceforth 
attend  to  the  operations  of  the  fleet  while  the  Board  itself 
would  devote  its  time  to  matters  of  policy.  Developments 
showed  that  it  would  be  impracticable  to  discontinue  the 
agency  operating  agreements ;  in  fact,  it  became  necessary 
to  continue  them  with  some  modifications  designed  to  offer 
greater  inducement  to  the  operators.  Losses  were  reduced 
by  confining  operations  to  one-third  the  number  theretofore 
active,  and  by  making  few  or  no  repairs  for  some  months, 
during  which  time  vessels  were  laid  up  as  they  required 
repairs,  and  others  were  substituted. 

As  can  be  surmised,  the  duration  of  such  a  method  was 
limited  to  the  length  of  time  in  which  a  major  portion  of 
the  ships  deemed  operative  required  the  overhauling  which 
is  customary.  At  this  period,  a  selected  group  of  about 
400  ships  was  decided  upon  as  a  more  or  less  definite  unit 
for  operation  on  given  trade  routes  which  were  thought 
most  essential  to  serve  American  shippers.  From  June 
1921  until  the  Spring  of  1922  few  sales  were  made,  although 
the  companies  which  had  bought  vessels  from  the  Board 
during  the  post-war  boom  were  allowed  to  buy  in  the  securi¬ 
ties  for  their  deferred  payments  at  a  reduction  of  their  face 
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value,  the  owners  thereby  writing  their  ships  down  to  a 
more  rational  valuation. 

In  the  Spring  of  1922,  the  Board  announced  that  it 
would  consider  the  sale  of  any  of  its  steel  cargo  ships 
suitable  for  overseas  trade,  constituting  the  hulk  of  the 
fleet,  at  a  price  of  $30  per  deadweight  ton.  No  scale  of 
prices  was  fixed,  based  on  the  relative  value  of  the  hundreds 
of  different  vessels  as  provided  in  the  Merchant  Marine 
Act,  many  of  them  built  by  some  of  the  oldest  and  best 
shipyards  in  the  Country,  whose  craft  were  admittedly 
superior  to  the  ordinary  cargo  vessel  turned  out  in  other 
Countries. 

Following  this  announcement,  the  Board  requested 
direct  subsidy  aid  from  Congress,  declaring  that  its  re¬ 
searches  established  without  doubt  that  no  sales  of  ships 
could  be  hoped  for  except  with  such  aid.  The  non-owning 
operators  holding  no-risk  operating  contracts,  would  not 
purchase  the  ships  under  their  control.  While  the  American 
coastwise  trade  absorbed  a  considerable  volume  of  tonnage, 
because  such  routes  are  free  from  foreign  competition,  few 
ships  were  purchased  for  overseas  operation,  and  no  effort 
was  made  to  float  security  issues  to  finance  such  purchases. 

Thus,  the  Merchant  Marine  Act  reached  a  stage  which 
certainly  had  never  before  occurred  with  legislation  of  such 
importance.  It  passed  its  second  birthday,  virtually  pigeon¬ 
holed  since  its  adoption. 

It  became  evident  that  the  Board  must  decide  on  an 
alternative.  At  first,  it  was  stated  that  during  the  months 
of  deliberation  on  the  subsidy  bill,  an  alternative  had  been 
fully  planned,  and  an  announcement  of  it  was  promised 
forthwith,  with  the  statement  that  it  would  prove  as  unique 
as  it  was  radical.  Subsequently,  it  seemed  that  the  details 
were  not  complete  and  it  was  indicated  that  a  premature 
announcement  might  act  to  the  detriment  of  the  plan.  A 
committee  of  the  Board  was  named  to  go  into  the  matter 
of  a  future  policy,  and  to  consult  with  the  private  ship 
owners  and  other  interests  which  would  be  affected  by  it. 

Some  idea  of  the  basis  of  this  policy  was  indicated  by 
suggestions  that  the  Board  yet  hoped  to  give  the  operators 
encouragement  by  selling  the  vessels  on  trade  routes  at 
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very  low  prices,  to  buyers  who  would  guarantee  to  maintain 
such  routes.  Of  the  balance,  it  has  been  said  that  a  portion 
might  be  scrapped,  to  diminish  the  world  supply,  and 
where  possible,  the  remainder,  especially  small  deep  draft 
ships  of  the  so-called  Lake  type,  would  be  sold  without 
restriction  to  buyers  of  any  nationality.  Coincident  with 
its  determination  to  go  into  the  matter  of  a  policy,  the 
Board  directed  that  a  physical  survey  of  the  fleet  be  made 
so  that  the  ships  could  be  dealt  with  intelligently. 

The  next  step  is  to  proceed  with  a  consideration  of  what 
can  be  done  for  the  future.  The  Shipping  Board  being  a 
Government  Agency,  must  be  treated  primarily  from  the 
standpoint  of  the  statutes  governing  it,  rather  than  from 
the  standpoint  of  purely  personal  theory.  The  Act  of  1920, 
as  stated,  calls  in  general  for  the  liquidation  of  the  fleet 
in  a  manner  calculated  to  ensure  for  the  American  shipper 
adequate  ocean  freight  service,  and  discretionary  powers 
are  vested  in  the  Government  to  be  exercised  if  assistance 
is  needed  in  developing  American  shipowners.  The  com¬ 
merce  with  the  Philippines,  quite  appreciable  in  volume, 
may,  by  application  of  the  coastwise  laws,  be  confined  to 
American  ships.  Preferential  rail  rates  may  be  applied 
for  freight  shipped  abroad  in  American  bottoms,  and  other 
forms  of  indirect  help  extended. 

It  is  thought  that  a  demonstration  can  be  made  of  the 
possibility  and  practicability  of  effectuating  the  spirit  and 
letter  of  the  Merchant  Marine  Act,  through  the  observance 
of  its  caution  to  proceed  as  would  a  prudent  solvent  busi¬ 
ness  concern,  and  through  the  operation  of  its  provisions 
designed  to  furnish  assistance  to  American  shipping. 

It  can  be  assumed  in  the  United  States,  at  least,  that 
American  ships  are  entitled  to  a  share  of  our  overseas 
commerce.  The  Shipping  Board  has  now  in  operation  in 
certain  trade  routes  vessels  which  carry  nearly  the  volume 
of  50%  desired.  It  is  doing  so  at  a  yearly  loss  of  about 
$50,000,000  or  more  clearly,  about  one-half  the  value  of  the 
cargo  ships  operating,  pricing  them  at  the  Board’s  figure 
of  $30  a  ton. 

It  is  suggested  that  private  American  companies  take 
over  these  routes  and  guarantee  to  operate  them  intact  for 
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a  number  of  years,  with  the  idea  that  a  reduction  of  sales 
price  in  the  ships  so  purchased  will  be  an  inducement.  No 
consideration  is  given  apparently  to  the  position  of  private 
fleets,  owned  by  solvent  American  ship  owners  who  would 
be  in  competition  with  a  policy  which  might  force  them  to 
operate  at  a  loss  while  the  experiment  was  being  carried 
out. 

Time  is  the  dominant  thing  in  all  matters,  and  while 
some  wish  to  see  a  majority  of  the  ships  destroyed,  such  a 
policy  would  have  no  foundation  in  sound  economics,  and 
anybody  who  ventured  to  inaugurate  it  would  have  to 
answer  to  the  American  people  with  whose  billions  the 
ships  were  built,  as  would  a  manager  of  an  industry  who 
destroyed  property  because  of  a  temporary  depression  in 
his  line  of  business. 

The  goal  of  50%  has  been  set  as  the  percentage  of  our 
ocean  freight  which  should  be  carried  under  the  American 
flag.  Now  since  before  the  war  90%  of  the  business  was 
carried  in  foreign  bottoms,  it  becomes  evident  that  the 
additional  40%  sought  must  be  obtained  through  increased 
business  or  through  co-operation  with  foreign  lines. 

It  should  be  obvious  that  the  losses  of  operation  of 
American  ships  come  not  from  a  surplus  of  modern  ships, 
but  from  a  lack  of  co-operation  on  the  part  of  all  owners, 
foreign  and  domestic,  to  stabilize  a  business  in  which  all 
are  suffering.  This  is  not  an  idle  conclusion,  reached  only 
because  of  a  discouraging  outlook.  I  am  confident  our 
foreign  rivals  would  recognize  the  desirability  of  co-opera¬ 
tion  by  all  maritime  countries  in  disposing  of  obsolete 
tonnage  and  deciding  on  the  amount  of  tonnage  to  be  used 
in  the  market,  so  as  to  balance  the  supply  of  ships  with  the 
demand,  thereby  stabilizing  rates  not  merely  to  the  advan¬ 
tage  of  the  operators,  but  even  more  to  the  advantage  of 
the  traders  of  the  world. 

There  is  an  opportunity  for  a  trading  relation.  The 
Board  admittedly  has  many  more  ships  than  it  hopes  or 
needs  to  sell  to  Americans.  Retain  sufficient  for  our  needs, 
and  sell  to  foreigners  the  surplus.  Internationally  there 
can  be  built  a  basis  for  the  sale  of  the  Board’s  ships  at  the 
world’s  market  price  in  a  manner  which  will  give  to  the 
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American  shipowners  a  paying  basis  on  the  volume  of  trade 
they  seek.  The  Board  would  be  in  a  position  to  say  to  the 
American  Company  in  a  given  trade  route : 

“Co-operate  with  the  foreign  lines  now  competing 
with  you;  furnish  one-half  of  the  tonnage  required  to 
move  the  freight  over  a  particular  route ;  each  to  act  as 
loading  and  discharging  agent  for  the  other;  each  plan 
which  ships  of  the  two  companies  will  operate  on  an 
alternate  schedule,  and  thus  will  receive  an  equal  portion 
of  the  business  moving  in  both  directions.  In  brief, 
replace  unbusiness-like  competition  with  sound  co-op¬ 
erative  operations;  which  will  substitute  profits  for 
losses,  and  will  demonstrate  to  the  American  investor 
the  advantage  of  owning  shares  in  American  ships, 
particularly  at  the  low  market  prices  prevailing  today. 
The  Shipping  Board  to  sell  to  the  American  company 
the  ships  required  for  his  share,  and  sell  to  the  foreign 
company  such  ships  as  may  be  required  for  his  share. 
The  price  of  the  ships  to  be  the  same  to  each.  ’  * 

The  foreign  line  would  receive  the  advantage  of  replac¬ 
ing  obsolete  ships  with  modern  ships  at  a  fair  price;  they 
would  know  within  reason  the  elements  with  which  they  and 
their  American  partner  would  have  to  contend ;  they  would 
know  that  they  would  no  longer  have  to  match  their  reserves 
against  those  of  the  United  States  Treasury,  and  best  of 
all,  the  available  ships  would  be  leveled  down  to  the  number 
the  world  trade  requires,  through  scrapping  such  of  the 
Shipping  Board  fleet  as  is  obsolete  and  the  scrapping  of 
such  foreign  tonnage  as  is  in  a  similar  condition. 

The  Shipping  Board,  like  any  business  concern,  must 
clearly  possess  an  accurate  account  of  its  assets — their 
physical  condition,  the  most  likely  market  in  which  to  seek 
buyers,  and  the  prices  and  terms  upon  which  the  liquidation 
of  assets  can  be  effected.  The  assets  of  the  Board  are  ships, 
and  because  of  their  nature,  they  possess  varying  degrees 
of  value  and  usefulness.  Logically,  these  factors  must  be 
ascertained  in  detail.  The  Board  states  that  it  has  not 
heretofore  had  a  scientific  collaboration  of  such  data,  and 
with  more  than  one  thousand  ships,  most  of  them  idle  and 
in  a  state  of  preservation  not  known,  it  cannot  proceed  with 
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its  sales  plan  until  it  takes  stock.  It  is  asserted  that  a 
scientific  survey  has  at  last  been  started  by  the  Board,  and 
will  be  completed  very  shortly.  It  may  he  presumed  that 
from  the  results  of  this  survey,  a  broad  clearly  defined 
course  ’of  sales  will  be  mapped  out. 

Aside  from  the  disclosures  of  such  a  survey  in  respect 
of  physical  deterioration  through  lack  of  proper  upkeep, 
one  conclusion  will  surely  develop — that  through  hasty  con¬ 
struction,  perhaps  a  third  of  the  fleet,  by  virtue  of  misfit 
machinery  or  equipment,  will  not  find  purchasers  in  their 
present  state.  These  particular  units,  whilst  of  no  operat¬ 
ing  value  as  they  are,  will  yet  afford  the  Board  a  means 
of  taking  the  most  progressive  single  step  in  keeping  our 
merchant  marine  up  to  date.  They  represent  in  general 
first  class  hulls,  and  should  be  sold  as  such  to  buyers  who 
will  install  in  them  the  highest  grade  of  modern  propelling 
power.  The  internal  combustion  engine  is  so  rapidly  devel¬ 
oping  that  it  appears  to  be  destined  eventually  to  replace, 
in  general  cargo  carriers  at  least,  the  steam  driven  form 
of  propulsion.  The  American  merchant  marine  is  far  be¬ 
hind  in  this  regard,  largely  because  the  present  high  cost 
of  building  internal  combustion  engines  almost  surmounts 
their  economies  of  operation.  With  increased  production, 
however,  building  costs  will  be  reduced,  and  the  sale  of  the 
Boards  defective  ships  for  such  installation  will  produce 
the  demand  which  will  lower  costs  and  to  this  extent  Amer¬ 
ica  will  keep  apace  with  advances  in  marine  engineering. 
There  would  appear  to  be  little  reason  to  confine  such  sales 
to  American  buvers,  but  rather  thev  should  be  made  on  the 
general  plan  for  selling  the  ships  jointly  to  American  and 
foreign  companies  having  co-operative  operations. 

Although  a  considerable  number  of  coastwise  passenger 
ships  have  been  contracted  for,  our  American  shipyards 
have  suffered  a  serious  setback  on  account  of  the  initiative 
taken  by  the  United  States  in  the  matter  of  a  reduced  Naval 
program.  Our  yards  should  receive  every  possible  encour¬ 
agement  to  keep  them  active  and  up  to  date.  The  installa¬ 
tion  of  internal  combustion  engines  in  a  large  number  of 
merchant  hulls  would  prove  a  stimulus  to  our  shipbuilders 
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compensating  them  in  some  measure  for  the  losses  occa¬ 
sioned  by  diminished  Naval  construction. 

The  proposal  of  the  United  States  Shipping  Board  to 
consolidate  various  services  heretofore  maintained  by  its 
ships,  with  a  view  to  bringing  them  to  highest  efficiency 
for  the  development  of  foreign  trade  and  the  profitable 
operation  of  the  ships,  is  in  accordance  with  the  spirit  of 
the  Merchant  Marine  Act,  which  looks  always  to  the  de¬ 
velopment  of  our  merchant  marine  under  private  owner¬ 
ship  and  operation.  Where  services  have  been  developed 
sufficiently  to  give  reasonable  assurance  that  purchases  of 
the  government  vessels  now  employed  in  those  services 
would  be  able  to  continue  their  operation  without  losses, 
the  sale  of  the  ships  should  be  affected,  in  accordance  with 
the  intent  of  the  law. 

It  would  seem  that  some  of  the  services  now  operated 
under  agency  agreements  might  be  taken  over  by  those 
agencies  and  privately  operated,  particularly  in  some  of  the 
nearby  trades,  where  the  cost  of  operation  of  foreign  ves¬ 
sels  is  approximately  the  same  as  that  of  American  steam¬ 
ers,  because  the  shorter  voyages,  crews  wages,  supplies, 
dry  docking  and  repairs  are  practically  the  same  for  both. 

The  clear  purpose  of  the  Act  of  1920  was  to  develop  our 
fleet  under  private  ownership  and  operation.  Already  con¬ 
siderable  progress  has  been  made.  Private  American  ship¬ 
owners  owned,  on  April  1,  last,  a  total  of  5,962,133  tons, 
gross  register,  of  ocean  going  shipping.  This  is  exclusive 
of  2,723,857  gross  tons  employed  on  the  great  lakes.  On 
that  same  date  the  Shipping  Board  owned  7,169,717  tons, 
gross  register,  of  which  probably  one  third  is  fit  only  to  be 
scrapped. 

It  is  recognized,  however,  that  there  are  some  services 
of  importance  to  the  national  interests  and  the  proper 
growth  of- our  trade,  which  cannot  yet  be  taken  over  by 
private  capital  without  undue  risk.  In  such  cases  we  should 
not  relinquish  our  share  of  the  carrying  trade,  but  these 
services  should  be  continued  under  the  present  system  of 
operation  until  they  develop  to  the  point  where  they  can 
be  maintained  under  private  ownership. 

The  suggestion  recently  made  that  the  Shipping  Board 
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should  engage  in  the  direct  operation  of  its  vessels  is  con¬ 
trary  to  the  spirit  and  purpose  of  the  Act  of  1920,  and 
fraught  with  danger  to  the  merchant  marine.  Any  govern¬ 
ment  organization  put  together  for  that  purpose  would 
necessarily  discard  much  of  the  skill  and  experience  built 
up  by  the  present  operators.  It  would  sacrifice  efficiency, 
increase  operating  costs  and  losses,  expand,  instead  of  de¬ 
crease,  the  unbusinesslike  competition  of  government  ships 
with  privately  owned  vessels,  and  postpone  the  possibility 
of  ultimately  developing  a  privately  owned  fleet. 

In  its  declaration  of  policy  and  in  its  main  provisions 
the  Act  of  1920  clearly  points  the  way.  It  would  seem  to 
be  good  judgment  and  sound  policy  to  make  every  effort 
to  put  these  provisions  into  effect  and  give  to  American 
owners  the  opportunity  to  show  that  American  skill,  ex¬ 
perience  and  resourcefulness  can  do  in  the  operating  of 
ships  what  they  have  done  in  other  lines  of  competition 
with  foreign  nations. 

One  thing  more  there  must  be.  The  greatest  subsidy 
our  ships  could  have  in  the  overseas  trade  would  be  the 
support  of  the  American  people.  The  greatest  hardship 
under  which  they  are  laboring  at  present  is  the  lack  of  such 
support.  TVe  shall  not  have  a  successful  American  merchant 
marine  unless  its  ships  are  more  largely  used  by  American 
shippers. 

That  does  not  mean  that  American  export  should  be 
confined  entirely  to  American  vessels.  Such  a  proposition 
is  impractical,  since  shipping  is  an  international  problem 
and  we  require  inward  as  well  as  outward  cargoes.  It  does 
mean  that  Americans  should  always  have  a  1  ‘favoring 
spirit”  toward  the  use  of  their  own  vessels  on  equal  con¬ 
sideration.  Other  nations  have  developed  this  spirit  of 
co-operation  in  a  high  degree,  and  much  of  their  success  is 
attributable  thereto. 

Our  government  should  establish  friendly  relations  with 
foreign  shipping  in  order  to  enable  our  ship  owners  to  share 
in  inward  cargoes  which  are  necessary  if  our  merchant 
marine  is  to  have  that  measure  of  success  which  will  make 
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it  permanent.  If  those  who  control  inward  cargoes  for  their 
respective  countries  and  colonies  are  expected  to  lift  our 
ballast  losses  homeward  to  a  paying  basis  they  must  in 

turn  receive  consideration  at  our  hands. 

» 

Let  us  have  co-operation  at  home.  Let  us  have  friendly 
relations  with  international  shipping.  That  way  lies  the 
course  to  a  successful  American  Merchant  Marine. 

1  .  ■  f 

•  .  *  ■  ■  |  *  ■ 
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